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A standard state automobile insurance policy must conform to the applicable statutes in effect at the time of contracting. ! 
However, within the limits set by statutes in some states, the State Commissioner of Insurance decides what the terms of a 
standard policy will be, and the Commissioner's interpretation of the relevant statute, although not controlling, is entitled to 


deference.” 


In order for insurance coverage to attach under an automobile insurance policy, steps required after the issuance and termination 
of a binder must be followed.° Generally, parties to an insurance contract may, by the terms of their contract, make it effective 
as of the time of the issuance, as of an earlier time, or as of a later time.* Furthermore, the validating event from which coverage 


under an insurance policy is effective may be found to be the payment of the first premium.> 


Generally, the nature, validity, and interpretation of automobile insurance policies, like other contracts, are governed by the 
law of the place where the contract was made,° unless those provisions are contrary to the state's public policy, or the facts 


demonstrate another jurisdiction has the most significant relationship with the subject matter and the parties.’ The fact that a 
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motor vehicle accident occurs in another state does not convert the validity of an automobile insurance policy from one of lex 
loci contractus into one of lex loci delicti, and thus, the substantive law of the state where the contract was made governs the 


validity of the policy's terms. A jurisdiction's law will not apply to an automobile insurance policy if the only connection to 


that jurisdiction is that the interests insured under the policy were in the state at the time of the accident.” However, in some 
states, in determining choice of law issues related to an insurance contract, the principal location of the insured risk is given 


greater weight than any other single contact provided that the risk can be located in a particular state.!° Unless some other state 
has a more significant relationship to the transaction and the parties, the law of the state which the parties understood to be the 


principal location of the insured risk during the term of an automobile insurance policy controls.'! Also, where the parties to 
the contract manifest an intent to apply the laws of another jurisdiction by executing a choice of law provision, then that intent 


will be honored provided certain requirements are met. B 


Although some states have enacted statutes requiring motor vehicle carriers of passengers for hire to furnish security in the form 
of a bond or policy of insurance for the benefit of persons injured by the carrier's operations, '* there is authority for the view 


that bonds of this type are not insurance policies, so as to fall within the scope of automobile insurance. !4 However, statutes 
in some states have been enacted to the effect that a cash deposit, certificate of insurance, or surety bond filed with the State 
Department of Motor Vehicles to meet financial responsibility requirements are considered a policy of automobile insurance 


for the purposes of determining primary or excess coverage in the event of an automobile collision.!° In such a jurisdiction, 
a car rental agreement which contains a provision indemnifying the renter from liability to third persons, up to a specified 
limit, resulting from an accident which occurs while the rented vehicle is in use constitutes insurance. !° However, not all rental 


agreements will be considered automobile insurance policies. " 
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